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INFLATION AND HIGH PRICES: THE BRITISH 
SITUATION 

J. JOYCE BRODERICK 
Commercial Counsellor of British Embassy 

THERE is no more important problem confronting the 
statesmen and economists of the world today than that 
of inflation and high prices which you are met here to 
discuss. Upon its successful solution must depend the future 
peace and prosperity of all the nations and the stability of those 
democratic institutions which civilized countries have built up 
through generations of struggle and the defence of which, at 
the sacrifice of their best blood and treasure in the late war, 
has resulted in the creation of the problem. It is not surprising 
therefore that this learned institution should invite its most 
distinguished members to devote their energies to a discovery 
of the roots of the evil and to determine upon the best means 
of attacking them. His Majesty's Ambassador fully appreci- 
ates the great importance to the whole world of the work upon 
which you are engaged. He much regrets his inability to be 
present at this gathering and, realizing the benefits likely to 
flow from common counsel on a difficulty with which we are 
all equally concerned, he has asked me to come here to repre- 
sent him and to make a short statement regarding our ex- 
perience in Great Britain. 

I must begin by confessing to you that my recent visit to 
Great Britain was too short to enable me to make any but the 
most superficial study of conditions prevailing there and you 
must not expect me to make any really valuable contribution 
to this discussion. Moreover, the limited time at my disposal 
since the receipt of your invitation has prevented the collection 
of the facts and figures, the official reports, the expert analyses 
and other materials necessary for the preparation of such a 
paper as I should like to submit to you. I daresay, however, 
that a short account of the views of more competent observers, 
including those in official authority, on some aspects of the 
question will be of greater use. 
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I am relieved from making a critical analysis of the causes 
of the high cost of living by the existence of the declaration 
issued by the Supreme Council of the Peace Conference on the 
8th March last. For this declaration the British authorities 
are jointly responsible and they are naturally in full agree- 
ment with the conclusions it contains. The declaration gives 
an admirable diagnosis of the situation, and I can scarcely do 
better than take the principal causes it assigns for high prices, 
reviewing briefly the position in Great Britain under each head 
and stating, as far as I know them, the remedial measures there 
taken or contemplated. 

The first cause given is decrease of production. So far as 
industrial production for commercial purposes is concerned, a 
considerable decrease was naturally brought about in the 
United Kingdom by the measures taken during the war period 
to bend the whole energies of the nation to the successful pros- 
ecution of hostilities. To fill the gaps in the firing line caused 
by the heavy casualties suffered in France, to provide soldiers 
for active service in Palestine, Greece and Mesopotamia, to 
place each individual at some work contributing directly or 
indirectly to the military and naval efforts of the nation, all 
activity not absolutely essential had to be eliminated. This 
was accomplished by draining the men from non-essential in- 
dustries, curtailing progressively their supplies of materials, 
diverting or decreasing the consumption of the materials, and 
transferring the men either to active military service or to 
employment in essential industries. Apart from Government 
arsenals, dockyards and shell factories, there ' were in the 
United Kingdom only two groups of industries in which the 
number of men employed showed an increase during the war 
period. These were the metal industries and the chemical 
industries, the output of which during the war years was en- 
tirely devoted to war purposes and, for the most part, destruc- 
tively consumed. In every other line of industrial and com- 
mercial activity the man power was drastically curtailed. Out 
of a total male working population of ten and a half millions 
nearly fifty per cent were withdrawn for military service. In 
many industries, of course, female labor replaced to a certain 
extent the male labor which had been withdrawn ; older em- 
ployees remained at work beyond the normal age of retirement ; 
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young men were set to work earlier than the normal working 
age, and men who had never worked before, and who were un- 
fit for active military duties, joined the ranks of industrial 
labor. In those ways the loss of productive power caused by 
the subtraction of the young able-bodied male workers was 
partially offset There is also, perhaps, a slight compensation 
in the increase of machinery in our engineering works (made 
necessary during the war for the manufacture of munitions) as 
well as in textile machinery, both still usable and at present 
being used for peaceful industrial purposes. It is probable, 
however, that the advantages accruing from this increase in 
machinery were more than balanced by the rapid deterioration 
of existing machinery and equipment and the impossibility of 
making adequate renewals. 

The net result of the tremendous disturbance and displace- 
ment of industry occasioned by the war has been a general 
scarcity of goods both for domestic consumption and for ex- 
port. The most serious shortage was that in the output of 
coal, an adequate and regular supply of which is so vitally 
necessary to the efficiency of all the other industries, and 
which plays such an important part in our export trade. Our 
coal production which stood at 292,000,000 tons in 191 3, fell 
considerably short of that figure during each of the war years, 
owing to the withdrawal of over half a million miners for 
military service, and in 191 9 the output was still nearly 60,- 
000,000 tons short of the pre-war figures. In the latter year 
the shortage was due to a certain extent to labor disturbances, 
but mainly to the fact that during the war period the easily 
won coal had been worked and the difficult seams left. There 
was thus an enormous amount of new development work re- 
quired before output could rise. In addition there was a gen- 
eral depreciation of the plant and a shortage of tubs, that 
could only gradually be made good. 

Responsible persons in Great Britain are and have long 
been fully alive to the absolute necessity of remedying the 
general scarcity by an immediate and progressive increase 
of output. The first condition of such an increase was the 
demobilization of the armies and the reabsorption of the sol- 
diers into industry. The British Government had worked 
out a carefully planned scheme of demobilization which con- 
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templated a release of the men in accordance with their pre- 
vious industrial employment. That is to say, those men who 
had formerly been engaged in the transport and the so-called 
" pivotal " industries would first be discharged and returned 
to their old occupations. These would be followed by men 
belonging to industries directly dependent on the pivotal in- 
dustries, and so on until the pyramid was completed. Had it 
been possible to put this scheme fully into execution the whole 
demobilization movement would have proceeded much more 
easily than it did, since the men, as they left the army, would, 
in the great majority of cases, find positions ready for them 
to take up, and the restoration of industry to a normal basis 
would have been comparatively rapid. But, unfortunately, 
it was found that great discontent would probably arise if 
those men who (by reason of the fact that they had been en- 
gaged in the most essential occupations) had been the last to 
be put into active service were also the first to be relieved. 
It was also found that an exact observance of the demobiliza- 
tion plans would have involved an awkward dislocation of 
units in positions such as that at Constantinople where it was 
necessary to maintain them at full strength. Hence the scheme 
had to be modified. Demobilization had to be accomplished 
rather in accordance with military than with industrial con- 
siderations, and, as I have said, the return of industry to a 
normal state was retarded. Indeed, for a time, there existed 
a somewhat alarming percentage of unemployment. The 
scheme for the grant of a full policy of insurance against un- 
employment to all soldiers and munition workers which had 
been determined upon in 191 6 had to be modified and ex- 
panded, and the Government were obliged to resort to un- 
employment " doles " and other expedients, the economic 
viciousness of which they fully realized. The choice was one 
between two evils, and they chose that which seemed to be the 
lesser. I am glad to say that these difficulties have now been 
entirely surmounted. It is estimated that at the date of the 
signing of the armistice we had 5,000,000 men serving with 
the colors. The demobilization of this large army has been 
effected. Our military forces — and I should like to call your 
special attention to this — our military forces have been re- 
duced to their pre-war strength, to be recruited as in the past 
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on a system of voluntary enlistment. The so-called " unem- 
ployment dole " has been abolished. Unemployment in the 
United Kingdom is now as low as ever it has been in our recent 
pre-war history and, so far as labor force is concerned, our 
industries may be regarded as satisfactorily provided. 

I have referred already to our coal industry. In that there 
is considerable leeway still to be made up. As regards the re- 
mainder of the industries you will be interested to know that 
in those industries where all the manufacturing processes, from 
the raw material to the finished article, are carried on in the 
United Kingdom — in spite of the dislocation already de- 
scribed — production today has reached and, in some instances, 
exceeded pre-war levels. It is true, of course, that inter- 
national division of labor or specialization has for the present 
broken down. There are many lines of manufacture in which 
it was the custom to have the less difficult processes carried out 
in French, German, Russian and other foreign mills, the partly 
manufactured materials being then sent to British factories 
to be turned into the finished article. In those lines conditions 
are less favorable, as the foreign mills are at the moment 
completely eliminated and it has been necessary to divert the 
energies of many highly skilled and, as compared with the 
Continent, highly-paid British workmen from the more diffi- 
cult operations to which they were normally accustomed to 
the less difficult operations previously carried on abroad. 
One result of this must necessarily be a considerable increase 
in costs in such lines, but the retardation of output is not too 
serious and I understand that the progress already made 
towards normal production is quite appreciable. 

Some idea of our general industrial activity may be gath- 
ered from the fact that the railways are at the present time 
collecting and distributing from ten to fifteen per cent, and in 
some districts thirty per cent, more goods, measured by bulk, 
than before the war. 

There has been a notable increase in the number of persons 
engaged in industrial occupations. When the last detailed 
review was made some months ago, it was found that the total 
number employed in industries amounted to 300,000 more 
than it was at the crest of employment figures in pre-war 
times. It is probable that the next survey will show an in- 
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crease of half a million. These additional work people have 
come from several sources. In the first place there are more 
female industrial wage-earners than ever before. Their num- 
ber is contributed to, but not balanced by, a reduction in the 
number engaged in domestic service, while a certain proportion 
were not employed at all under pre-war conditions. They 
simply lived at home. The increase in the numbers of male 
workers is partly accounted for — and this applies also to a 
slight extent to the women — by the fact that there has been 
a six years' cessation of emigration. It is difficult, however, 
to estimate how many extra men were made available for 
manufacturing industry owing to this cause, since many of the 
emigrants would naturally have been drawn from the agricul- 
tural classes; but it is probably not far wrong to say that the 
war casualties suffered by industrials are about balanced by 
recruits to industry from men who would otherwise have emi- 
grated. Though this circumstance is satisfactory from the 
point of view of Great Britain herself, from the broader Im- 
perial standpoint it means that the weight of the war casualties 
has been practically borne by the Dominions. 

Time permits me to say but a few words regarding the 
labor situation in the United Kingdom. We have lately, 
as you are aware, been sailing through some very difficult 
waters, and it must have appeared at times, at all events to the 
foreign observer, as though we must have suffered shipwreck; 
but I believe we . have shot the rapids successfully and the 
prospects at present seem to point to smoother waters ahead. 
The heads of the large unions and other responsible leaders 
of labor in our country appear to be alive to the necessity of 
wise statesmanship on their part They are exerting a good 
influence on the men and endeavoring to restrict demands with- 
in limits which are legitimate. 

There has been a decrease in working hours covering pretty 
well the whole range of British industry, and a 44 or 48-hour 
week has been almost universally adopted. This decrease, 
however, has had much less effect upon production than was 
generally anticipated. There are no data as yet available to 
show exactly how the production per man per hour will be 
modified as a consequence ; but the general broad result suggests 
that even with a shorter day there will probably be as much 
work done as before. 
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The main effect of the decrease in working hours hitherto 
observable has been to throw a heavy strain on the transport 
and transit facilities of the country, since the day's work is 
now concentrated within narrower time limits than before. 
Siding accommodation, unloading space, port equipment such 
as cranes, transporters, and so forth, all require to be increased 
in number and capacity. Until there has been time to make 
these improvements, there must inevitably be some congestion. 

As regards credit and currency, the figures of the British 
position are already available to you from the manifesto of 
the Supreme Council and from other authentic sources. I need 
not re-state nor examine them here. The British authorities 
fully recognize the necessity of getting rid of inflation, but 
they also recognize that sudden deflation could only produce 
chaos and disaster. The budget introduced by the Chancellor 
of the Exchequer into the House of Commons on the 19th April 
and the speech made by Mr. Chamberlain on that occasion set 
forth very clearly the Government's attitude and proposals. 
A very drastic scheme of taxation is proposed, involving heavy 
increases in direct and indirect taxes, and a special committee 
is at present in session to advise as to the practicability of a 
special tax on exceptional wealth accumulated during the war. 
The existing revenue shows a surplus over current expenditure. 
Fifty million pounds of the national debt has already been 
paid off and a sinking fund is established to provide for its 
further reduction. One large funding loan has been raised 
for the funding of the floating debt, and further prospective 
operations of this same character have been announced. Gov- 
ernment expenditure on the military establishment has been 
drastically cut down. As I said before, the armies have al- 
ready been reduced to a pre-war peace footing and no new 
construction for the navy is at present to be undertaken. 

As regards the foreign exchanges, it is felt that any inter- 
ference would do more harm than good and the authorities have 
no intention of supporting the exchanges by direct Government 
borrowing. Their feeling is that the exchanges must be left 
to right themselves by the ordinary processes of trade. Ef- 
forts are, of course, being made to encourage British manu- 
facturers and shippers to increase their exports. This is a 
matter in which the Government has no power to compel. It 

(93) 



94 INFLATION AND HIGH PRICES [Vol. IX 

can only exhort. Normally such exhortation would, perhaps, 
be unnecessary, but it seems to be needed at the present time 
owing to the severe competition of domestic demand for the 
goods that usually constitute the bulk of our overseas shipments. 
Many of our manufacturers have themselves perceived the de- 
sirability of setting aside for export a percentage of their total 
output. Our foreign shipments, we are hoping, will increase 
considerably in volume from this cause and we look forward to 
a continued improvement in the figures of the monthly balance. 
Before concluding, I should, perhaps, say a word or two 
about profiteering. With us, as here and everywhere, there 
are many persons drawing profits far out of proportion to the 
value of the services they render. I do not speak of profits 
which, when stated in terms of money are higher than those 
prevailing before the war. In order to be on a level with 
pre-war profits, the profits now drawn should, in terms of 
money, be about two and one-half times what they were in 
1913 and 1914. I speak of profits that go beyond any figure 
that could be justified by the decline in the value of money — 
profits extorted from the general scarcity and the general dis- 
tress. The amount of profiteering of this kind which goes on 
is apt to be, and is commonly, exaggerated. People's minds 
do not easily make the necessary distinction between increased 
money profits and excessive profits. But profiteers, who fully 
deserve their title, do exist in England. They are sufficiently 
numerous and their operations are sufficiently extensive to stir 
up labor unrest. It has, therefore, been necessary to devise 
measures to check them. For this purpose a law known as the 
Profiteering Act, providing penalties of fine and imprison- 
ment for offenses of this character, has been passed. Its ad- 
ministration is supervised by a Central Profiteering Committee, 
with sub-committees established in London, enquiring into costs 
of production and sub-committees handling complaints as to 
excessive prices. In addition, there are, throughout the prov- 
inces, local sub-committees dealing with prices. These com- 
mittees are empowered to fix a price on any individual trans- 
action brought to their attention by one of the parties to it, 
and relating to the sales of any article included in a schedule 
of commodities drawn up under the Act. The committees also 
have power to enquire into cases of alleged profiteering and to 
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bring the accused before a Court of Summary Jurisdiction 
where, if found guilty of shameless profiteering, he may be 
sentenced to fine or imprisonment. Up to the present, there 
have been no instances of imprisonment under the Act but 
several exemplary fines have been imposed. The adminis- 
tration of the Act is decentralized and democratic. The pro- 
vincial sub-committees are appointed by the local authorities 
— a circumstance which, under proper safeguards and rights 
of appeal, gives to the people of each district practical control 
of the application of the measure and the power to use it as an 
effectual check upon profiteering, if that evil should assume 
serious proportions in their midst. 

The Board of Trade, of course, has power to fix prices all 
over the country, but they have hitherto not found it necessary 
to resort to its exercise. 

As I said at the outset, I regret that I have not had time or 
facilities to enter upon a critical analysis of the various steps 
we have taken to check inflation and high prices. I am sure 
this meeting would have valued such an analysis much more than 
the sketch I have given, but I trust it has been made clear that 
we have grappled with the problem and that our Government 
and people will bring to its solution the same determination 
which guided our efforts in the war. We realize at the same 
time that the problem is no mere national problem which we 
can hope to solve single-handed. We shall be ready and 
anxious at all times to exchange ideas with you, to place at 
your disposal all the facts of our experience, to consider with 
the greatest care any schemes that may occur to you looking 
to joint efforts and we expect in this as in every other per- 
plexity to derive great aid from your counsels and example. 
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